TEXAS 4 MUNICIPAL RP.TIREMENI‘ SYSTEM

June 1, 2015
City #00593

City Official

City of Helotes

P.O. Box 507

Helotes, TX 78023-0507

Subject: 2016 Municipal Contribution Rate
Dear City Official:

Presented below are your city’s contribution requirements to the Texas Municipal Retirement System (TMRS) for Plan
Year 2016 (Calendar Year 2016, PY2016) as determined by the December 31, 2014 actuarial valuation. The
actuarially determined contribution rates for retirement benefits and Supplemental Death Benefits (SDB), if any, are
based on your city’s plan provisions in effect as of April 1, 2015 and the actuarial assumptions and methods adopted
by the TMRS Board. Effective January 1, 2016, your city’s monthly contribution rates will be as follows:

Normal Cost 4.93%
Prior Service 1.16%
Total Retirement Rate 6.09%
Supplemental Death Benefit 0.12%
Total Combined Contribution 6.21%

The contribution rate phase-in of your city’s Full Retirement Rate is complete. Therefore, the Phase-in Rate is no
longer applicable and the Full Retirement Rate is the minimum required contribution.

Full information on your contribution rate, including an explanation of changes, is contained in the attached report.
The Total Retirement Rate shown above represents the Actuarially Determined Employer Contribution (ADEC) for
PY2016 based on current TMRS funding policy.

IMPORTANT NOTE: The pension disclosure and financial statement information necessary to assist your city
with the financial reporting requirements of the Governmental Accounting Standards Board (GASB) will be
provided in a separate document available later this summer.

If you have questions about your rate or if you wish to evaluate potential changes in your TMRS plan, contact TMRS
at 800-924-8677.

Sincerely,

B Laoo

Eric W. Davis
Deputy Executive Director

TMRS 512476 7577
P.O. Box 149153 ToLL-FREE 800 924 8677
AUSTIN, TEXAS 78714-9153 www TMRS com FAX 512476 5576
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Executive Summary

Valuation as of TMRS Plan Year (PY) Ending 12/31/2014 12/31/2013
Membership as of the Valuation Date
*  Number of
- Active members 60 58
- Retirees and beneficiaries 10 8
- Inactive members 19 16
- Total 89 82
*  Prior year’s payroll provided by TMRS 3 2,910,052 b 2,756,700
» Valuation Payroll $ 3,002,374 5 2,838,827
Benefit Accumulation Fund (BAF) Assets
* Market BAF Balance $ 4,123,644 $ 3,686,088
= BAF crediting rate for PY 5.68% 9.70%
* Interest credited on beginning BAF balance $ 209,441 3 306,538
» Municipal contributions 146,084 124,879
» Member contributions during year 174,603 165,402
s Benefit and refund payments 92,573 69,441
Actuarial Value of Assets (AVA) $ 3,999,337 $ 3,511,599
Return on AVA 7.39% 7.63%
AVA as a Percentage of BAF 96.99% 95.27%
Actuarial Information
+ Actuarial accrued liability (AAL) ) 4,441,665 5 3,960,372
» Actuarial value of assets (AVA) 3,999,337 3,511,599
« Unfunded actuarial accrued liability (UAAL) 442 328 448,773
+ UAAL as % of pay 15.2% 16.3%
» Funded ratio (AVA/AAL) 90.0% 88.7%
* Employer normal cost 4.93% 5.12%
» Prior Service Rate 1.16% 1.22%
Contribution Rates for TMRS Plan Year (PY) 2016 2015
*  Member 6.00% 6.00%
s Full retirement rate (ADEC) 6.09% 6.34%
* Phase-in retirement rate (minimum) 6.09% 5.82%
* Supplemental Death rate 0.12% 0.12%
Total Employer Contribution Estimates for PY 2016 2015
« Projected payroll 3 3,092,445 L 2,923,992
e Minimum Phase-in contribution rate 6.21% 5.94%
= Estimated employer contribution $ 192,041 3 173,685

Note: TMRS Plan Year coincides with Calendar Year

Resuits from prior year reflect the plan provisions used in the 12/31/2014 valuation report.




Calculation of Contribution Requirements

From Valuation Report as of

December 31, 2014

December 31, 2013

1. Prior year’s payroll reported to TMRS 2,910,052 % 2,756,700
2. Valuation payroll 3,002,374 2,838,827
3. Employer normal cost rate 4.93% 5.12%
4, Actuarial liabilities
a. Active members 3,328,241 § 3,102,922
b. Inactive members 560,034 362,372
c. Annuitants 553.390 495078
d. Total actuarial accrued liability 4441665 § 3,960,372
5. Actuarial value of assets 3.999.337 3.511.599
6. Unfunded actuarial accrued liability (UAAL) (4d - 5) 442328 § 448,773
7. Funded ratio (5 / 4d) 90.0% 88.7%
8. Equivalent Single Amortization Period* 17.7 years 18.2 years
9. Assumed payroll growth rate 3.00% 3.00%
Contribution Rate for TMRS Plan Year: 2016 2015
10.  Full retirement rate
a. Normal cost 4.93% 5.12%
b. Prior service 1.16% 1.22%
c. Full retirement rate 6.09% 6.34%
11.  Minimum phase-in retirement rate
a. Full retirement rate (10c) 6.09% 6.34%
b. Less phase-in deferral (0.00%) (0.52%)
c. Minimum phase-in retirement rate 6.09% 5.82%
12.  Supplemental Death rate 0.12% 0.12%
13. Combined contribution rates
a. Combined full rate (10c + 12) 6.21% 6.46%
b. Combined phase-in rate (11c + 12) 6.21% 5.94%

* New Losses are laddered on 25-year period.



Development of Actuarial Value of Assets

Year Ending
12/31/2014 12/31/2013
1. Actuarial value of assets (AVA) as of January 1 $ 3,511,599 § 3,057,356
2. a. Employer Contributions b 146,084 $ 124,879
b. Member Contributions 174,603 165,402
c. Benefit and Refund Payments 92,573 69.441
d. Net external cash flow 8 228,114 § 220,840
3. Expected assets as of December 31} § 3,985,525 § 3,492,211
(includes earnings equal to 7.0% of 1.)
4. Actual BAF balance as of December 31 3 4.123.644 3§ 3.686.088
5. Deferred earnings/(shortfall) (4. - 3.) b 138,119 % 193,877
6. Deferred earnings/(shortfall) recognized (10% x 5.) 3 13,812 % 19,388
7. Preliminary actuarial value of assets as of December 31 5 3,099337 § 3,511,599
(3.+6)
8. a. 85% of market value of assets (85% x 4.) 3 3,505,097 §% 3,133,175
b.  115% of market value of assets (115% x 4.) 4,742,191 4,239,001
9. Actuarial value of assets (AVA) as of December 31 b 3,999,337 § 3,511,599
(7. perhaps partially limited by 8.)
Note:

To help mitigate the natural year-to-year fluctuations (positive and negative) in the investment markets,
the TMRS actuary has recommended “asset smoothing.” Nearly all public sector retirement systems
employ some form of smoothing. Smoothing does not impact long-term plan costs or funded positions but
does impact timing of investment gain and loss recognition. The TMRS Board of Trustees has adopted a
10-year smoothing method with a 15% corridor to determine the System’s actuarial value of assets
(AVA). This “smoothing method” is intended to help reduce the volatility of the contribution rates from
one year to the next. The corridors detailed above on line 8 keep the AVA within a certain range of the
market value of assets.

Expected and actual BAF balances as of December 31 may be off a dollar due to rounding.
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Reconciliation of Full Retirement Rate from
Prior Actuarial Valuation Report

Actuarial valuations are based on long-term assumptions, and actual results in a specific year can,
and almost certainly will, differ as actual experience deviates from the assumptions. The following
table provides a detailed breakdown of changes in the retirement portion of your city’s contribution
rate. This analysis reconciles the change in the retirement portion (ADEC) of your city’s contribution
rate from 2015 to 2016, but will not reflect any change in the cost of the Supplemental Death Benefit
(SDB), if your city currently has this provision. (Any changes in the cost of the SDB are primarily
due to the changes in the average age of your city’s employee group and/or the number of covered
retirees.) Following the table below is a brief description of the common sources for deviation from
the expected.

Change in Full Retirement Rate

Full Rate from 12/31/2013 Valuation (PY 2015 Rate) 634 %
Benefit changes 0.00 %
Return on Actuarial Value of Assets (0.03)
Contribution lag 0.07
Payroll growth (0.03)
Normal cost {0.19)
Liability growth {0.07)
Total change {0.25) %
Full Rate from 12/31/2014 Valuation (PY 2016 Rate) 6.09 %

Benefit Changes - Shows the increase or decrease in the contribution rate associated with any
modifications made to the member city’s TMRS plan provisions. This will also include any changes
to the amortization period adopted by ordinance.

Return on Actuarial Value of Assets (AVA) - Shows the change in the contribution rate associated
with the return on the AVA being different than the assumed 7.0%. For the year ending December 31,
2014, the return on an AV A basis was 7.39%. The impact may show as 0.00% due to rounding.

Contribution Lag - Shows the total increase or decrease in the contribution rate associated with the
phase in of contributions and/or any additional contributions above the full rate. The effect of the
“Contribution Lag” is also included here and refers to the time delay between the actuarial valuation
date and the date the contribution rate becomes effective. For TMRS member cities, the
“Contribution Lag” is one year (i.e., the Actuarial Valuation as of December 31, 2014 set the rate
effective for Calendar Year 2016). The impact of the “Contribution Lag” is expected to become
immaterial once a city is contributing the Full Rate and the Full Rate stabilizes.



Payroll Growth - Shows the increase or decrease in the contribution rate associated with higher or
lower than expected growth in the member city’s overall payroll. The amortization payments are
calculated assuming payroll grows at 3.0% per year. Overall payroll growth in excess of 3.0% will
typically cause a decrease in the prior service rate.

Normal Cost - Shows the increase or decrease in the contribution rate associated with changes in the
average normal cost rate for the individual city’s population. The normal cost rate for an employee is
the contribution rate which, if applied to a member’s compensation throughout their period of
anticipated covered service with the municipality, would be sufficient to meet all benefits payable on
their behalf. The salary-weighted average of the individual rates is the total normal cost rate.

Liability Growth - Shows the increase or decrease in the contribution rate associated with larger or
lower than expected growth in the member city’s overall plan liabilities. The most significant sources
for variance will be individual salary increases compared to the assumption and turnover.



